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INTERIM REPORT 


WORK OF THE SUBCOMMITTEE 


The Subcommittee for Review of the Mutual Security Programs of 
of the Committee on Foreign Affairs was established on October 16, 
1958, by the Honorable Thomas E. Morgan, then acting chairman of 
of the Committee on Foreign Affairs. Since that time it has held 
25 sessions and heard 41 witnesses, of whom 14 were from outside the 
executive branch of the Government. 

In its work the subcommittee has carried out detailed investigations 
of a limited number of specific situations which have revealed several 
instances in which the results of the operation of the mutual security 
program have not been satisfactory. The shortcomings of certain 
aspects of the economic assistance program for Formosa and Pakistan 
have been set forth in detail in the recently published hearings of the 
subcommittee under the title of “Examination of Selected Projects in 
Formosa and Pakistan.” 

The transcript of the hearings which have been held thus far on 
military assistance operations has not been published because so much 
of the information developed is regarded by the Executive as classified. 
An indication of the nature of this testimony, however, together with 
citations of a number of significant details, is given below. 


PURPOSE OF REPORT 


The subcommittee intends to carry forward a continuing review of 
the mutual security programs. This interim report is submitted at 
the present time for two basic reasons, even though the subcommittee 
does not feel that any particular phase of its work has been completed. 

First, the subeommittee feels an obligation to pass on to its parent 
committee, the Congress and the public information which it has 
developed as frequently and promptly as possible. 

In addition, the subcommittee feels strongly that it is not enough 
for it to point out the existence of naiaune situations. It is 
particularly important that the Committee on Vous Affairs, the 
Congress, and those in the executive branch responsible for the plan- 
ning and administration of the mutual security program give con- 
sideration to the action which may be taken to correct or prevent the 
defects in the program which the subcommittee has encountered. 

The people of the United States are becoming daily more aware of 
the impact on their lives and their future well-being of the behavior 
or foreign nations. As long as the actions which other nations take 
continue to be of importance to us, it is to the advantage of the United 
States to do all that it can to join with nations whose interests and 
objectives are similar to our own in furthering our common interests, 
as well as for us to do what we can to influence nations which are 
antagonistic to us so that they may behave in a manner favorable to 
our interests. 
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Under the Constitution responsibility for the development of a 
mutual security program and for its administration rests with the 


_ executive branch. either the Committee on Foreign Affairs nor 


the Congress can or should attempt to direct the Executive in the 
detailed revision or direction of the program. The subcommittee 
believes further that the best way to improve the effectiveness of the 
program is not by the enactment of legislative restrictions. 

It is important that the significance of the unfavorable situations 
which the subcommittee has found be carefully evaluated and that the 

rogram be revised, curtailed, or reorganized, as may be appropriate. 

t is possible that some of them are merely individual incidents 
attributable to human fallibility. The subcommittee believes, how- 
ever, that many of them reflect defects in the way the program has 
been conceived and administered. The Executive is at present pre- 
poring a request for authorization and appropriation of additional 
unds to carry on mutual security operations, together with its recom- 
mendations for changes in the existing legislation relating to the pro- 

am. 

or The subcommittee expects that in its presentation to the present 
session of the Congress, the Executive will report on the action which 
has been taken to correct the defects which have been noted and sub- 
mit its recommendations for modification of the program so as to 
prevent the recurrence of similar situations. 

This interim report raises questions and contains tentative diagnoses, 
The subcommittee is fully aware that it has examined only a limited 
number of aspects of the program in a few countries, It is not ready 
to draw firm generalizations or to formulate definite recommendations. 
Its purpose is to call the attention of the Congress, the public, and 
those responsible for the operations of the mutual security program to 
situations which appear to indicate weakness in order that all such 
situations may be fully explored and evaluated so that action for deal- 
ing with them may be initiated or recommended by the time Congress 
considers further mutual security legislation. 


TENTATIVE FINDINGS—ECONOMIC ASSISTANCE 


Premature tying up of funds 
The subcommittee’s examination of five economic development 
rojects in Pakistan and Formosa gave further evidence that it has 
en the practice of those administering the mutual security program 
to set aside appropriated funds for specific projects long before the 
detailed plans and arrangements for carrying out such projects have 
been worked out. 
In the case of the Ta Shu Shan sawmill in Formosa, $150,000 of 
1956 funds and $400,000 of 1957 funds have been obligated for saw- 
mill construction although as yet no contract has been awarded for 
building a sawmill. In the case of grain storage elevators for Pakistan, 
$500,000 of 1952 funds were obligated; sufficient 1953 funds were 
obligated to bring up the total to $1,485,000, and an obligation of this 
magnitude was carried on the books until 1958. Plans for construct- 
ing the grain elevators had not yet been completed at the time of the 
olbesiaunivios’s hearing. A project to construct a sawmill in Pakistan 
was provided with $80,000 of the 1952 funds, with additional amounts 
being obligated in succeeding years so that at present $611,500 are 
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carried as obligated for sawmill construction. The ICA was about 
to let a contract with an engineering firm to draw up specifications 
for the Pakistan sawmill at the time of the subcommittee’s hearing. 
It should be noted that in all these instances funds were appropriated 
preceding the year of their obligation. 

The Committee on Foreign Affairs took action to correct this situa- 
tion by including in the 1958 Mutual Security Act, section 517, 
“Completion of Plans and Cost Estimates,’ which was intended to 
require the completion of engineering and financial plans before funds 
could be obligated for a project, together with a finding that necessary 
legislative action on the part of the recipient country might reason- 
ably be anticipated to be completed within 1 year from the date of 
obligation. The history of the economic development projects re- 
cently examined by the subcommittee is such as to raise a question 
concerning the adequacy of section 517 as now written to deal with 
the situation. Apparently, in a number of cases, plans are drawn up 
which might be regarded by the ICA as fulfilling the requirements of 
section 517 only to be subsequently abandoned when the agency and 
the recipient government have come fully to grips with the problems 
involved in the project, 

It is important that the Congress be assured before being asked for 
the authorization of additional funds for grant assistance for economic 
development that the ICA is not carrymg on its books substantial 
amounts of funds obligated for projects not yet actively underway. 


Lack of local commercial interest 

The delay in getting projects underway for a period of several years 
after funds have been em me may be due, in part at least, to a 
fundamental difficulty which cannot be corrected merely by a revision 
of ICA operating procedures. In several cases observed by the sub- 
committee, construction projects were initiated because those respon- 
sible for economic development determined them to be desirable 
although there was no conscious commercial interest in them within 
the country, that is, an evaluation of forestry sources, lumber consump- 
tion and foreign exchange problems appeared to give a clear indication 
that it would be advantageous to construct large-scale sawmills in 
both Formosa and Pakistan using advanced machinery. There ap- 
parently was, however, no entrepreneur in either country who was 
conscious of the commercial advantage to be derived from the con- 
struction of such a sawmill and prepared to take the initiative in 

organizing and pushing forward the undertaking. 
any of the basic decisions as to what sort of sawmill should be 
built are essentially commercial rather than technical in nature. 
They involve matters of markets to be served and costs to be met. 
The engineers in the ICA and in the recipient governments recognized 
that to a considerable extent the factors detersaaning whether a factory 
operates or stands idle depends on strictly competitive business judg- 
‘ment rather than on technical, mechanical considerations. Officials 
of Lapp ms nt agencies are not ordinarily in a position to formulate 
such judgments, and as a result plans for the projects never came to 


fruition. 

The ICA apparently recognizes this difficulty and reports that it 
intends in the future to require management contracts in connection 
with industrial-type projects. There is a danger, however, that a 
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management contract with an American firm may merely serve to 
stpone the day when a project runs into trouble because no local 
usinessman is qualified to assume responsibility for it. 

There is no advantage to the United States or to the recipient 
nation in having factories constructed which do not operate or which 
are kept in operation only with a government subsidy because of 
considerations of national pride. The subcommittee recommends that 
the ICA explore carefully the general proposition that funds should 
not be available for commercial-type development projects until there 
is satisfactory evidence that someone in the recipient country is ready 
to assume the functions and risks inherent in commercial operation. 


Possible defect in ICA organization 
The subcommittee’s examination of economic development projects 
indicates a possible organizational defect in the International Coopera- 
tion Administration. The initiation of such projects rests with the 
ICA country mission. The primary responsibility for carrying them 
out is in the hands of the country mission and those segments of the 
ICA/Washington organization responsible for program development 
and implementation. ICA personnel with program responsibility are 
motivated by the desire to advance the development of recipient 
countries as rapidly as possible, and their success or failure is deter- 
mined to a considerable degree by whether or not factories and other 
projects are planned, comtpheted. and put into operation. On the 
TCA organization 
which includes engineers, contract negotiators and various industrial 


spendints, seems to be primarily concerned with avoiding errors. 
e 


ir success apparently is not determined by the number of projects 
completed but rather by the absence of mead 
approve. 

he subcommittee recognizes the importance of careful checking of 
projects by technicians and is aware of the danger of waste if projects 
are begun without competent and comprehensive engineering analysis. 
Nevertheless, the technical services staff apparently is located in 
Washington, and it appears to be necessary for a small number of 
Reagie to pass on a great variety of projects scattered all over the 
world. ‘The technical services staff seems to be a bottleneck with 
seaport to the implementation of projects. The Washington location 
makes it necessary for the technicians to cable to the various countries 
for detailed information required for them to resolve the questions which 
they raise. Undoubtedly, if the Washington technicians could visit 
the oversea site of the project, they could get the essential information 
quickly and would acquire sufficient background to formulate a sound 
judgm nt much more readily than under the present system of 
operation. 

ICA procedures apparently provide for resolving conflicts between 
the country mission and the technical services people when each party 
to the contract has arrived at a final decision. There are indications, 
however, that the technical staff, by continuing to request information 
from the field, delays for long periods the reaching of decisions on 
the grounds that the technicians do not have enough information 
to make a recommendation. 

The ICA might find it possible to revise its organizational structure 
and opersting procedures in such a manner as to bring to bear the 
technical skills and judgments of its engineers on projects without 


es in the projects which 
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the negative reaction which appears to be inherent in the present 
system. 
TENTATIVE FINDINGS—MILITARY ASSISTANCE 


In its review of the ‘military assistance program so far, the subcom- 
mittee has been disturbed by a number of situations which it has 
Pomona and in a féw instances has been shocked by what it has 

ound. 

The evidence which the subcommittee has examined has been 
derived primarily from Department of Defense reports of their own 
investigations. There can be little question as to the facts. 

Detailed hearings have been held and documents analyzed, Almost 
without exception the evidence has been classified by the Department 
of State and Defense for two reasons: First, many of the events 
described reflect unfavorably on officials or policies of allied nations. 
Second, publication of full details would provide the Communists 
with material which would be used to create dissension among our 
allies. The ultimate purpose of the subcommittee’s review is to in- 
crease the effectiveness of mutual security operations. There un- 
doubtedly is danger that internal dissension in allied nations or 
refusal to cooperate which might result from disclosure of unsatis- 
factory conditions might more than offset any increased operating 
efficiency induced by public discussion of the record. 

At the same time, the subcommittee is fully aware of its obligation 
to report defects in the program when it finds them and prevent the 
secrecy which is essential to the preservation of working relationships 
with other nations from hiding situations which would affect the judg- 
ment of the Congress and the people as to the operation of the program. 

The subcommittee has attempted to solve this problem by etion 
all reference to specific countries and by citing only a few specific in- 
cidents which appear to be significant. These are not the worst situa- 
tions discovered but. have been selected because they can be easily 
understood without background explanation. The Defense Depart- 
ment, alshoughs not. accepting in all cases the subcommittee’s inter- 
pretation of their significance, agrees that the complete record contains 
ample evidence that the events reported are not exceptional occurrences. 
Pilferage and diversion 

Although by no means true of all countries of which an examination 
was made of military assistance operations, shocking examples were 
found of pilferage of military supplies and equipment provided by the 
United States and the diversion of such items either to civilian or 
other use different from that intended. 

Records in one motor pool showed that enough tires were supplied 
during a period of a year to make 44 tires available for each truck. 

An installation equipped to rebuild and maintain military materiel 
was found to be engaged in the manufacture of airplanes for the per- 
sonal use of certain officers of the national armed forces. The United 
States was supplying all necessary military aircraft to the country and 
no military purpose was served in diverting manufacturing facilities 
from their intended use to produce unauthorized planes. The latest 
inicesnaie available indicated that this situation has not yet been 
corrected. 
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Apartment houses for civilians were found to be under construction 
using materials and equipment supplied by the United States for 
military construction. 

The scarcity of consumer goods and the low pay scales of milita 
and civil service personnel provided an incentive for stealing of U.S. 
military supplies. Nevertheless, it appears to the subcommittee that 
the United States has been slow in taking action to prevent pilferage 
and diversion and that a sufficiently high priority has not yet been 
given to getting the situation under control. __ 


Supply responsibilities delegated to national forces incapable of assuming 
them . 


In all countries reviewed by the subcommittee, supply operations 
were the responsibility of the forces of the recipient country and the 
US. logistic system accompanied our military equipment. U.S. 
weapons, planes, vehicles, and communications equipment are com- 
and are difficult to repair and maintain. Elaborate record- 

eeping is necessary to prevent items‘in storage from being “lost” 
because no one knows of their existence. Complicated mechanisms 
require careful storage and regular servicing to keep them operable. 
In countries where the rate of illiteracy is high and mechanical ex- 
perience almost nonexistent, it is difficult to find personnel with 
capacity to be trained for supply service and long training is essential. 
The problem is further oietrptinesud by the language difficulty. It is 
reported that stock record cards have been filled out for so many 
cases of “This Side Up.” 

In the military assistance programs in Asia reviewed by the sub- 
committee there was abundant evidence that local forces were unable 
to do the supply job assigned to them. Adequate inventories of sup- 
plies and equipment already on hand apparently are the exception 
rather than the rule. Unless the equipment already available is 
known, there is no accurate basis for estimating what a force needs. 

Examples of poor stockkeeping were abundant. In one instance, 
only one carburetor for 2%-ton truck engines was found to be in stock 
for an entire army, and none was found at the ordnance base depot. 


A supply of a particular ammunition item adequate for 185 years was 


reported in one installation. 

eapons and equipment do not strengthen our allies if they are 
“Jost”? in supply depots or if they deteriorate because of lack of 
maintenance. On the basis of the incomplete evidence so far examined 
by the subcommittee, there are indications that the United States 
should either adjust the supply of military equipment to the logistic 
capability of the recipient nation or else have Us. personnel take over 
the supply function. | 


Weapons designed for U.S. forces may not be best for Asian countries 


The subcommittee is not sure that adequate consideration has been 
given by our military authorities to the possibility of procuring simpler 
and lighter military equipment for our allies whose skills and require- 
ments differ greatly from our own. 

Apparently we are supplying tanks to certain underdeveloped 
countries which are of a more advanced and complex design than is 
necessary for their forces to perform the military mission assigned to 
them. The reported reason is that the United States no longer manu- 
factures simpler tanks and that spare parts can no longer be supplied 
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for earlier tank models which would otherwise be useful to maintain 
internal security or to fight limited wars. 

We are undoubtedly under pressure from many of our allies to send 
the biggest, best, and most up-to-date equipment that we have. At 
the same time, it must be recognized that in many cases it will take 
several years at best, and in some cases a generation or more, for the 
recipients to be able to operate and maintain such equipment. In 
certain cases, nations desiring complex items and unable to maintain 
them might also object to having U.S. forces in sufficient numbers to 
render necessary logistic services stationed within their borders. 

Unusable equipment of advanced design is of less value than 
simpler or lighter items that require less skill and fewer facilities to 
keep them in service. There are indications that our general approach 
is to re: to the foreign country the items which are available and to 
expect that ultimately sufficient skilled manpower will be developed 
to keep them in service. If it takes 5 years for manpower to catch 
UP, however, it wf ey that both military strength and prudence in 

S. expenditures have been sacrificed during the interim. 


Lack of cooperation from recipient governments 


The subcommittee has encountered numerous incidents indicating 
that governments receiving U.S. military assistance have failed to do 
their share, even though full allowance is made for their lack of 
resources and skilled personnel. In one case, deliveries of U.S. trucks 
were suspended because the recipient government failed to provide 
gasoline and antifreeze to keep them in operation. In another case, 
@ government was slow in building up its supply and maintenance 
units because it failed to take action to correct a situation in which 
officers were permitted to be concentrated near the capital city in 
assignments not requiring too much study rather than being sent to 
jobs requiring arduous training at depots in isolated areas. An 
important element in the pilferage and diversion previously cited was 
the fact that senior officers and officials were reluctant to take neces- 

corrective action. 
he subcommittee has found no evidence that these and similar 
occurrences reflect any lack of sincere interest of the governments in 
question in building a strong defense or indicate that U.S. aid is not 
appreciated. These incidents apparently are attributable to the fact 
that foreign governments occasionally permit their own budgetary 
and political problems to take precedence over their defense programs. 

A review of such situations, however, appears to indicate that U.S. 
officials are too much inclined to accept such failure to act by govern- 
ments receiving our aid as a necessary evil and are reluctant to take 
prompt and decisive action to get the shortcomings corrected. 

It must be recognized that the United States is dealing with 
sovereign governments. We cannot control their actions or give them 
orders as to what to do. On the other hand, we are in a position to 
control what we do in the provision of assistance to such nations. 
There may be an understandable reluctance on the part of U.S. 
personnel in a country, once the long negotiations necessary to get 
&@ program under way have been completed and the rm a 


machinery has been gotten into operation so that deliveries of nye | 
pa are flowing, to do ray day. to interrupt the flow. Suc 
re e permitted to prevent the United 


uctance should not, however, 
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States from taking the necessary action to convey to governments 
getting military assistance the urgency of corrective measures when 
the effectiveness of the program is impeded. 


CONCLUSION 


_ The incidents cited in this interim report which indicate short- 
comings in the working of the mutual security program are based on 
convincing evidence. There can be no question but that in many 
situations the program is not as effective as it should be. This report 
is not tentative with regard to such incidents or this judgment. 

The interpretations as to the significance of these unfavorable inci- 
dents and the suggestions made as to possible corrective action are 
tentative, however. The subcommittee recognizes that in respect to 
such matters it does not yet have the full story. 

There are critics of the mutual security program who regard all 
reports of deficiencies such as those encountered by the subcommittee 
as confirming their conviction that the whole effort is futile and that 
all such expenditures are wasted. 

On the other hand, there is a tendency for defenders of mutual 
security to dismiss all unsatisfactory incidents as being attributable 
to human fallibility, such as errors in. judgment or poor personnel 
selection, rather then to consider the possibility that failures may be 
the result of trying to go at the job in the wrong way or to go too fast. 

This interim report is based on clearly established deficiencies in 
mutual security operations. Its purpose is to encourage full explora- 
tion, discussion and analysis of the shortcomings which have been 
encountered. Such analysis should inevitably result in action to 
improve the effectiveness of the program. 

he objective of the subcommittee is to facilitate such action rather 
than to have its tentative judgments confirmed. — 
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